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Tariff filing of Green Mountain Power Corporation
requesting a 12.9% rate increase, to take effect
June 22, 1998
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:LWK WRGD\
V 2UGHU� ZH DFFHSW WKH 0HPRUDQGXP RI 8QGHUVWDQGLQJ ��028�� VXEPLWWHG

MRLQWO\ LQ WKLV GRFNHW E\ *UHHQ 0RXQWDLQ 3RZHU &RUSRUDWLRQ ��*03� RU �&RPSDQ\��� WKH

9HUPRQW 'HSDUWPHQW RI 3XEOLF 6HUYLFH ��'36� RU �'HSDUWPHQW��� DQG ,QWHUQDWLRQDO %XVLQHVV

0DFKLQHV &RUSRUDWLRQ ��,%0��� $V UHTXHVWHG E\ WKRVH SDUWLHV� ZH VWD\ WKH SUHVHQW UDWH

LQYHVWLJDWLRQ XQWLO 6HSWHPEHU �� ����� :H DSSURYH D WHPSRUDU\ LQFUHDVH RI ��� SHUFHQW� RU

DSSUR[LPDWHO\ ���������� DQQXDOO\� LQ WKH UHYHQXHV RI *03� WR WDNH HIIHFW ZLWK VHUYLFH

UHQGHUHG 'HFHPEHU ��� ����� :H DOVR DSSURYH DQ DGGLWLRQDO WHPSRUDU\ UDWH VXUFKDUJH ZKLFK

PD\ WDNH HIIHFW GXULQJ WKH SHQGHQF\ RI WKH VWD\� DQG ZKLFK ZRXOG UDLVH DSSUR[LPDWHO\ ��������

LQ DGGLWLRQDO UHYHQXH GXULQJ WKDW SHULRG� 5HIXQGV ZLOO EH RZHG WR UDWHSD\HUV LI WKH %RDUG

GHWHUPLQHV WKDW ILQDO UDWHV VKRXOG EH ORZHU WKDQ WKH WHPSRUDU\ UDWHV DSSURYHG WRGD\�

7KLV SURFHHGLQJ ZDV LQLWLDWHG ZKHQ *03 ILOHG D UHTXHVW IRU D ���� SHUFHQW LQFUHDVH LQ

LWV UHWDLO UDWHV� 7KH SURSRVHG UDWH LQFUHDVH ZDV GULYHQ LQ ODUJH SDUW E\ ULVLQJ SRZHU FRVWV IDFLQJ

WKH &RPSDQ\� FRVWV ZKLFK KDYH FRQWULEXWHG WR ILQDQFLDO GLIILFXOWLHV DW WKH &RPSDQ\� DQG ZKLFK

KDYH VWLPXODWHG FRQFHUWHG HIIRUWV E\ WKH &RPSDQ\� WKH $GPLQLVWUDWLRQ� WKLV %RDUG� DQG RWKHUV

WR UHVWUXFWXUH WKH &RPSDQ\
V SRZHU VXSSO\ SRUWIROLR�

:H LQWHQG WR DVVLVW WKH &RPSDQ\ LQ WKDW SURFHVV� :H KDYH RSHQHG DQ LQYHVWLJDWLRQ

�'RFNHW 1R� ����� WR H[SORUH WKH PHDQV WR UHGXFH SRZHU FRVWV� DQG WR DVVLVW 9HUPRQW
V HOHFWULF

XWLOLWLHV WR DFFRPSOLVK WKDW REMHFWLYH� 7RGD\
V 2UGHU LV DQ HVVHQWLDO HOHPHQW LQ WKDW SURFHVV�



'RFNHW 1R� ���� 3DJH �

�� $V ZH QRWHG LQ 'RFNHW ����� �9LJRURXV DGYRFDF\ LV� RI FRXUVH� D 9HUPRQW WUDGLWLRQ ³ KRZHYHU� LW ZLOO

H[DFW D SULFH LQ SXEOLF PLVXQGHUVWDQGLQJ LI QRW IDFWXDOO\ JURXQGHG DQG WHPSHUHG E\ D JHQXLQH GHVLUH WR

UHDFK VROXWLRQV WR FKDOOHQJLQJ SUREOHPV�� 'RFNHW ����� 2UGHU UH� 0RWLRQ WR 5HFRQVLGHU� ������� DW ��

�� 7KH &RPSDQ\ KDV FRQGXFWHG QR IRUPDO VWXG\ RI WKH HIIHFWV RI EDQNUXSWF\� 7U� �������� DW �����

�1RUVH�� 7KH SDUWLHV KDYH UHTXHVWHG WKDW ZH H[DPLQH FORVHO\ WKH SRWHQWLDO HIIHFWV RI XWLOLW\ EDQNUXSWF\ LQ
9HUPRQW� DQG SDUWLFXODUO\ WKH HIIHFWV RI WKH VWHS�XS SURYLVLRQV RI WKH +\GUR�4XHEHF FRQWUDFW� :H ZLOO EH

RSHQLQJ D QHZ LQYHVWLJDWLRQ� 'RFNHW 1R� �����$� LQWR WKH SRWHQWLDO HIIHFWV RI D XWLOLW\ EDQNUXSWF\� ,Q WKLV

LQYHVWLJDWLRQ� ZKLFK ZLOO EH FRQGXFWHG DV D FRQWHVWHG FDVH SURFHHGLQJ� UHSUHVHQWDWLRQV DV WR WKH OLNHOLKRRG

DQG SRWHQWLDO FRQVHTXHQFHV RI EDQNUXSWF\ ZLOO EH WDNHQ DV VZRUQ WHVWLPRQ\ DQG VXEMHFW WR GLVFRYHU\ DQG

FURVV�H[DPLQDWLRQ�

7KH WHPSRUDU\ UDWH LQFUHDVH DSSURYHG KHUH LV LQWHQGHG WR PDLQWDLQ WKH ILQDQFLDO YLDELOLW\ RI WKH

&RPSDQ\ XQWLO ILQDO UDWHV DUH HVWDEOLVKHG LQ WKLV FDVH �SUHVHQWO\ H[SHFWHG LQ 'HFHPEHU� ������

ZKLOH WKH &RPSDQ\ ZRUNV ZLWK LWV SRZHU VXSSOLHUV DQG ILQDQFLDO SDUWQHUV� LWV FXVWRPHUV� DQG

SXEOLF RIILFLDOV WR DGGUHVV WKH FKDOOHQJHV SRVHG E\ ULVLQJ SRZHU FRVWV�

7KH VHDUFK IRU VXVWDLQDEOH DQG IDLU VROXWLRQV LQ WKDW FRPSUHKHQVLYH HIIRUW ZLOO UHTXLUH

KDUG ZRUN� JRRG�IDLWK FRRSHUDWLRQ� DQG FUHDWLYH FRPSURPLVHV DPRQJ WKH SDUWLHV WR WKHVH

SURFHHGLQJV� DQG WR PDNH WKHVH SRVVLEOH ZH VWURQJO\ HQFRXUDJH DOO SDUWLFLSDQWV WR IRFXV RQ

UHDOLVWLF H[SHFWDWLRQV DQG UHDVRQDEOH� VXSSRUWDEOH FODLPV��

2QH RI WKH WRSLFV UDLVHG LQ WKLV SURFHHGLQJ E\ *03 KDV EHHQ WKH &RPSDQ\
V FRQWLQXLQJ

DELOLW\ WR GHOLYHU UHOLDEOH HOHFWULF VHUYLFH WR LWV FXVWRPHUV LQ WKH HYHQW RI D &RPSDQ\

EDQNUXSWF\�� 6LQFH WKLV WRSLF KDV EHHQ UDLVHG� ZH ZLVK WR PDNH LW DEVROXWHO\ FOHDU WKDW ZH ZLOO

QRW DFFHSW WKH GHJUDGDWLRQ RI HOHFWULF V\VWHP UHOLDELOLW\ RU SRZHU TXDOLW\ WR FXVWRPHUV RI *03

RU DQ\ RWKHU 9HUPRQW UHJXODWHG XWLOLW\� ,Q QHLWKHU WRGD\
V 2UGHU� QRU DQ\ RWKHU UDWH RUGHU WKDW

ZH FDQ FRQWHPSODWH� ZRXOG ZH LQWHQG WR DOORZ DQ\ VXEVWDQWLDO FKDQJH WR H[LVWLQJ VWDQGDUGV IRU

UHOLDEOH VHUYLFH� 7KH HYLGHQFH WKDW ZH KDYH UHFHLYHG IURP WKH SDUWLHV� LQFOXGLQJ WKH &RPSDQ\�

LQGLFDWHV WKDW RXU DSSURYDO RI WKH 028 ZLOO QRW KDYH WKDW HIIHFW�

,Q VRPH RI LWV SXEOLF FRPPXQLFDWLRQV� *03 PD\ KDYH UDLVHG FRQFHUQV DPRQJ LWV

FXVWRPHUV WKDW UHOLDELOLW\ RI WKHLU HOHFWULF VHUYLFH FRXOG EH MHRSDUGL]HG E\ *03
V ILQDQFLDO

GLIILFXOWLHV ³ UHSUHVHQWLQJ� IRU H[DPSOH� WKDW D EDQNUXSWF\ FRXOG LPSHGH WKH &RPSDQ\
V DELOLW\

WR GHOLYHU VDIH DQG UHOLDEOH VHUYLFH DQG PLJKW UHQGHU RWKHU XWLOLWLHV UHOXFWDQW WR SURYLGH PXWXDO



'RFNHW 1R� ���� 3DJH �

�� 7U� �������� �SXEOLF KHDULQJ WUDQVFULSW� DW ����� �7URXW�� H[K� ,%0�� �ELOO LQVHUW WR FXVWRPHUV��

�� 7U� �������� DW ������ �5RVV�� WU�������� DW ������� �6WHLQKXUVW�� ,Q IDFW� DV 'U� 6WHLQKXUVW QRWHG LQ KLV
WHVWLPRQ\� HOHFWULF XWLOLWLHV LQ ZRUVH ILQDQFLDO FRQGLWLRQ WKDQ *03 KDYH KDG QR GLIILFXOW\ REWDLQLQJ PXWXDO

DVVLVWDQFH GXULQJ HPHUJHQFLHV� DQG WKH 9HUPRQW (OHFWULF &RRSHUDWLYH ZHQW WKURXJK EDQNUXSWF\ SURFHHGLQJV

ZLWKRXW DQ\ GHJUDGDWLRQ LQ VHUYLFH TXDOLW\�

�� $ QXPEHU RI PHFKDQLVPV DUH SRVVLEOH� LQFOXGLQJ D UHOLDELOLW\ WUXVW IXQG�

�� 2XU 6HSWHPEHU ��� ����� 2UGHU 2SHQLQJ ,QYHVWLJDWLRQ LQ 'RFNHW 1R� ���� QRWHG� DQG LQGHHG LV

SUHPLVHG RQ� WKH SRVVLELOLW\ RI DGGUHVVLQJ 9HUPRQW
V KLJK SRZHU FRVWV RXWVLGH RI WKH WUDGLWLRQDO UDWHPDNLQJ

SURFHVV�

DLG LQ WLPHV RI FULVLV�� :H UHVSHFW WKH &RPSDQ\
V OHJLWLPDWH FRQFHUQV DERXW LWV ILQDQFLDO

FLUFXPVWDQFHV� EXW ZH ZLVK WR DVVXUH *03
V FXVWRPHUV WKDW ZH KDYH KHDUG QR HYLGHQFH WR

VXSSRUW D FRQFOXVLRQ WKDW FRQWLQXHG UHOLDEOH VHUYLFH ZLOO EH DIIHFWHG E\ WKHVH ILQDQFLDO

FKDOOHQJHV�� 7KH 3XEOLF 6HUYLFH %RDUG ��%RDUG�� KDV ERWK WKH UHVSRQVLELOLW\ DQG WKH DXWKRULW\

WR SURWHFW VHUYLFH TXDOLW\� DQG ZH ZRXOG H[HUFLVH WKLV DXWKRULW\ WR HQVXUH WKDW KLJK TXDOLW\

VHUYLFH ZRXOG EH PDLQWDLQHG UHOLDEO\ XQGHU DQ\ UDWH RUGHUV RU UHVWUXFWXULQJ SURSRVDOV��

,Q WKH FXUUHQW SURFHHGLQJ� WKH SDUWLHV KDYH SUHVHQWHG XV ZLWK D SURSRVHG VHWWOHPHQW WKDW

ZRXOG SXW WKLV GRFNHW RQ KROG XQWLO 6HSWHPEHU ����� DQG LQ WKH LQWHULP JUDQW *03 D WHPSRUDU\

UDWH LQFUHDVH� VXEMHFW WR SRVVLEOH UHIXQG� :H KDYH FRQGXFWHG D FDUHIXO LQTXLU\ LQWR WKH GHWDLOV

DQG FRQVHTXHQFHV RI WKH SDUWLHV
 SURSRVDO� 7KH SDUWLHV KDYH FRQWHQGHG� DQG ZH FRQFXU� WKDW

WKLV VHWWOHPHQW ZLOO VHUYH WKH VHYHUDO� FRPSOHPHQWDU\ SXUSRVHV RI VWUHQJWKHQLQJ WKH &RPSDQ\
V

ILQDQFLDO YLDELOLW\� SHUPLWWLQJ VXIILFLHQW FDSLWDO H[SHQGLWXUHV E\ *03� HQVXULQJ LWV DELOLW\ WR

GHOLYHU VDIH DQG UHOLDEOH HOHFWULF VHUYLFH WR LWV FXVWRPHUV �LQFOXGLQJ WKH FDSDELOLW\ WR UHVSRQG WR

HPHUJHQF\ VLWXDWLRQV�� DQG DOORZLQJ WKH &RPSDQ\� WKH 'HSDUWPHQW� WKH %RDUG� DQG RWKHUV WR

GHYRWH WKHLU WLPH DQG UHVRXUFHV WR SRZHU FRVW PLWLJDWLRQ HIIRUWV UDWKHU WKDQ WR FRQWHVWHG UDWH

FDVH SURFHHGLQJV�� %DVHG RQ WKHVH H[SHFWHG EHQHILWV� ZH WKXV FRQFOXGH� DV WKH SDUWLHV KDYH

XUJHG XV WR GR� WKDW DSSURYDO RI WKH 028 ZLOO SURPRWH WKH SXEOLF LQWHUHVW�

,,� %$&.*5281'$1' 352&('85$/+,6725<

7KLV GRFNHW LV DQ LQYHVWLJDWLRQ RI D 0D\ �� ����� ILOLQJ RI UHYLVHG WDULIIV E\ *03� 7KH

UHYLVHG WDULIIV UHIOHFWHG D UDWH LQFUHDVH RI ���� SHUFHQW LQ EDVH UDWHV� UHSUHVHQWLQJ D UHYHQXH



'RFNHW 1R� ���� 3DJH �

�� 7KH &RPSDQ\ VWDWHG� LQ WKH FRYHU OHWWHU WR LWV ILOLQJ� WKDW LI WKH %RDUG VKRXOG VXVSHQG *03
V UHTXHVW�

LW ZRXOG DQWLFLSDWH WKDW WKH UHTXHVWHG UDWH LQFUHDVH ZRXOG EHFRPH HIIHFWLYH LQ -DQXDU\� �����

LQFUHDVH RI ����� PLOOLRQ� WR WDNH HIIHFW RQ D VHUYLFH�UHQGHUHG EDVLV EHJLQQLQJ -XQH ��� ������

,Q LWV 0D\ � ILOLQJ� *03 VWDWHG WKDW LWV UHTXHVW WR LQFUHDVH UDWHV ZDV GULYHQ SULPDULO\ E\ KLJKHU

SRZHU FRVWV� *03 DOVR SURSRVHG FHUWDLQ FKDQJHV LQ WKH DOORFDWLRQ RI FRVWV DPRQJ FXVWRPHU

FODVVHV� DQG WKHUHIRUH LQ LWV UDWH GHVLJQ� LQFOXGLQJ D SURSRVDO WR HOLPLQDWH� IRU DOO UDWH FODVVHV�

WKH ZLQWHU�VXPPHU UDWH GLIIHUHQWLDO� 2Q -XO\ � DQG ��� ����� *03 VXEPLWWHG WHVWLPRQ\ LQ

VXSSRUW RI LWV UHTXHVWV�

%\ OHWWHU RI -XQH �� ����� WKH '36 UHFRPPHQGHG VXVSHQVLRQ DQG LQYHVWLJDWLRQ RI WKH

SURSRVHG UDWH LQFUHDVH� DQG GLVPLVVDO RI WKH UDWH GHVLJQ DQG FRVW DOORFDWLRQ SURSRVDOV� 2Q

-XQH ��� ����� SXUVXDQW WR �� 9�6�$� � ���� ZH VXVSHQGHG WKH ILOLQJ DQG RUGHUHG DQ

LQYHVWLJDWLRQ WR GHWHUPLQH ZKHWKHU WKH SURSRVHG WDULII FKDQJHV ZHUH MXVW DQG UHDVRQDEOH�

7KH %RDUG FRQYHQHG D SUHKHDULQJ FRQIHUHQFH RQ -XO\ �� ����� DW ZKLFK ZH JUDQWHG

PRWLRQV WR LQWHUYHQH WR 9HUPRQW <DQNHH 1XFOHDU 3RZHU &RUSRUDWLRQ ��9HUPRQW <DQNHH��

DQG ,%0� ,Q RXU 2UGHU RI $XJXVW ��� ����� ZH DOVR JUDQWHG WKH LQWHUYHQWLRQ UHTXHVWV RI WKH

$PHULFDQ $VVRFLDWLRQ RI 5HWLUHG 3HUVRQV ��$$53��� WKH 9HUPRQW (OHFWULFLW\ &RQVXPHUV

&RDOLWLRQ ��9(&&��� WKH 9HUPRQW 3XEOLF ,QWHUHVW 5HVHDUFK *URXS ��93,5*��� DQG WKH

9HUPRQW 6NL $UHDV $VVRFLDWLRQ� ,QF� ��96$$���

2Q $XJXVW ��� ����� ZH LVVXHG D 3UHKHDULQJ &RQIHUHQFH 0HPRUDQGXP ZKLFK VHW D

VFKHGXOH IRU WKH FDVH� LQFOXGLQJ D GHDGOLQH IRU LVVXDQFH RI D UDWH RUGHU E\ -DQXDU\ ��� �����

7HFKQLFDO KHDULQJV RQ WKH SDUWLHV
 WHVWLPRQ\ ZHUH KHOG IURP 2FWREHU �� WR ��� ����� $W

WKH FRPPHQFHPHQW RI WKH KHDULQJV� WKH SDUWLHV LQIRUPHG WKH %RDUG WKDW WKH\ KDG DJUHHG WR

SRVWSRQH FRQVLGHUDWLRQ RI WKH UDWH GHVLJQ DQG FRVW DOORFDWLRQ LVVXHV XQWLO DIWHU WKH %RDUG

HQWHUHG D ILQDO RUGHU RQ UHYHQXH UHTXLUHPHQWV� ,Q RXU 2UGHU DSSURYLQJ WKH DJUHHPHQW �GDWHG

1RYHPEHU �� ������ ZH FRQFOXGHG WKDW WKH VWDWXWRU\ GHDGOLQH IRU ILQDO %RDUG GHFLVLRQ RQ UDWH

GHVLJQ LVVXHV LQ WKH LQVWDQW SURFHHGLQJ ZRXOG EH $XJXVW ��� ����� EXW DGRSWHG WKH SDUWLHV


SURSRVHG VFKHGXOH ZKLFK ZRXOG KDYH UHVXOWHG LQ D -XQH ��� ����� %RDUG RUGHU UHJDUGLQJ FODVV

FRVW DOORFDWLRQ DQG UDWH GHVLJQ LVVXHV�



'RFNHW 1R� ���� 3DJH �

�� 'XH WR HTXLSPHQW SUREOHPV� WKH 6W� -RKQVEXU\ VLWH ZDV XQDEOH WR FRQQHFW WR WKH 9HUPRQW ,QWHUDFWLYH

7HOHYLVLRQ QHWZRUN� 7KH %RDUG DUUDQJHG IRU YLGHRWDSLQJ DW WKH 6W� -RKQVEXU\ VLWH� LI DQ\ PHPEHUV RI WKH

SXEOLF DW WKDW VLWH GHVLUHG WR SUHVHQW FRPPHQWV�

�� 7KH 028 LV DWWDFKHG WR WKLV 2UGHU DV $SSHQGL[ ��

$ SXEOLF KHDULQJ ZDV FRQYHQHG E\ WKH %RDUG RQ 2FWREHU ��� ����� YLD 9HUPRQW

,QWHUDFWLYH 7HOHYLVLRQ DW VLWHV ORFDWHG LQ %HQQLQJWRQ� %UDWWOHERUR� &ROFKHVWHU� 0LGGOHEXU\� 6W�

-RKQVEXU\� 6SULQJILHOG� DQG :DWHUEXU\� 9HUPRQW��

)ROORZLQJ WKH WHFKQLFDO KHDULQJV� *03� WKH 'HSDUWPHQW� DQG ,%0 HQJDJHG LQ

QHJRWLDWLRQV WKDW XOWLPDWHO\ UHVXOWHG LQ WKH DJUHHPHQW VHW IRUWK LQ WKH 028� 7KH SDUWLHV

LQIRUPHG WKH %RDUG WKDW QHJRWLDWLRQV ZHUH WDNLQJ SODFH� DQG WKH %RDUG WZLFH JUDQWHG UHTXHVWV

E\ WKH SDUWLHV WR DOWHU WKH VFKHGXOH RI WKH SURFHHGLQJV WR DOORZ DGGLWLRQDO WLPH IRU QHJRWLDWLRQ�

2Q 1RYHPEHU ��� ����� *03 ILOHG WKH 028� DQG ILYH GD\V ODWHU� ILOHG WHVWLPRQ\ LQ VXSSRUW RI

LW� 9HUPRQW <DQNHH LQGLFDWHG LWV VXSSRUW IRU WKH 028 LQ D 1RYHPEHU ��� ����� OHWWHU WR WKH

%RDUG�

7KH %RDUG FRQYHQHG D WHFKQLFDO KHDULQJ RQ 'HFHPEHU �� ����� WR FRQVLGHU WKH 028�

:LWQHVVHV IRU ERWK *03 DQG WKH 'HSDUWPHQW WHVWLILHG LQ VXSSRUW RI LW� $W WKH KHDULQJ� *03

VXEPLWWHG DQ $JUHHPHQW RQ -RLQW 5HTXHVW WR +LUH ([SHUWV ��$JUHHPHQW�� DPRQJ LWVHOI� ,%0�

WKH 'HSDUWPHQW� 93,5*� DQG $$53� $PRQJ RWKHU SURYLVLRQV RI WKH $JUHHPHQW� 93,5* DQG

$$53 DJUHHG WR VXSSRUW DSSURYDO RI WKH 028� $OVR� LQ WKH $JUHHPHQW� WKH SDUWLHV MRLQWO\

UHTXHVWHG WKDW WKH %RDUG� DV VRRQ DV UHDVRQDEO\ SRVVLEOH� UHYLHZ DQG DQDO\]H WKH SRWHQWLDO

LPSDFW RI D SDUWLFLSDQW XWLOLW\
V GHIDXOW XQGHU WKH +\GUR�4XHEHF�9HUPRQW -RLQW 2ZQHUV

&RQWUDFW RU WKH DVVRFLDWHG 3DUWLFLSDWLRQ $JUHHPHQW RQ RWKHU VLJQHUV RI WKH &RQWUDFW RU

3DUWLFLSDWLRQ $JUHHPHQW� FRQVXPHUV� RWKHU 9HUPRQW XWLOLWLHV� DQG WKH FLWL]HQV RI 9HUPRQW�

7KH SDUWLHV UHTXHVWHG WKDW WKH %RDUG� LI QHFHVVDU\� KLUH H[SHUWV WR DGYLVH LW RQ WKHVH PDWWHUV�

,,,� 7+(0(025$1'80 2)81'(567$1',1*

*03� WKH 'HSDUWPHQW� DQG ,%0 HQWHUHG LQWR DQ 028� ZKLFK SURYLGHV� DPRQJ RWKHU

LWHPV� WKDW XSRQ %RDUG DSSURYDO WKLV GRFNHW ZRXOG EH VWD\HG XQWLO 6HSWHPEHU �� ����� WKDW WKH

GHDGOLQH IRU WKH %RDUG
V GHFLVLRQ RQ ILQDO UDWHV ZRXOG EH H[WHQGHG XQWLO 'HFHPEHU ��� �����

DQG WKDW WKH %RDUG ZRXOG RUGHU D WHPSRUDU\ UDWH LQFUHDVH IRU *03 SHQGLQJ D ILQDO GHFLVLRQ LQ



'RFNHW 1R� ���� 3DJH �

'HFHPEHU� ����� 7KDW GHFLVLRQ ZRXOG DGGUHVV� DPRQJ RWKHU WKLQJV� WKH UDWHPDNLQJ WUHDWPHQW

�LQFOXGLQJ SUXGHQFH DQG XVHG�DQG�XVHIXOQHVV� RI WKH &RPSDQ\
V +4 &RQWUDFW FRVWV�

7KH WHPSRUDU\ UDWH LQFUHDVH ZRXOG FRQVLVW RI WZR SDUWV� WKH ILUVW SDUW� D ��� SHUFHQW

LQFUHDVH� ZRXOG EH DSSOLHG WR DOO FXVWRPHU FODVVHV HIIHFWLYH ZLWK VHUYLFH UHQGHUHG RQ RU DIWHU

'HFHPEHU ��� ����� DQG ZRXOG UDLVH ���������� GXULQJ WKH \HDU LQ ZKLFK LW ZRXOG EH LQ HIIHFW�

7KH VHFRQG SDUW� DQ DGGLWLRQDO VXUFKDUJH �GHVFULEHG LQ WKH 028 DV WKH �3LQH 6WUHHW

VXUFKDUJH��� ZRXOG UDLVH DSSUR[LPDWHO\ �������� LQ DGGLWLRQDO UHYHQXHV E\ 'HFHPEHU ��� �����

7KH 3LQH 6WUHHW VXUFKDUJH ZRXOG WDNH HIIHFW ZLWKRXW IXUWKHU %RDUG DSSURYDO RQ WKH ILUVW GD\ RI

WKH PRQWK IROORZLQJ *03
V H[HFXWLRQ RI D FRQVHQW GHFUHH ZLWK JRYHUQPHQWDO SDUWLHV IRU

UHPHGLDWLRQ RI WKH 3LQH 6WUHHW %DUJH &DQDO 6XSHUIXQG 6LWH� 7KH DPRXQW RI WKH �3LQH 6WUHHW

VXUFKDUJH� ZRXOG EH GLFWDWHG� LQ DFFRUGDQFH ZLWK D VFKHGXOH DWWDFKHG WR WKH 028� E\ WKH GDWH

RI LPSOHPHQWDWLRQ� WKH OHYHO RI WKH VXUFKDUJH FRXOG EH DV OLWWOH DV ���� SHUFHQW� RU DV PXFK DV

���� SHUFHQW� RI FXUUHQW UDWH OHYHOV �L�H�� UDWH OHYHOV SULRU WR DSSOLFDWLRQ RI WKH ��� SHUFHQW

WHPSRUDU\ UDWH LQFUHDVH��

7KH WHPSRUDU\ UDWHV ZRXOG DOVR EH VXEMHFW WR UHIXQG� LI WKH %RDUG
V ILQDO RUGHU LQ WKLV

GRFNHW HVWDEOLVKHV UDWHV WKDW DUH ORZHU WKDQ WKH WHPSRUDU\ RQHV�

8SRQ DSSURYDO RI WKH 028� *03 ZRXOG ZLWKGUDZ LWV UHTXHVW WR UHGHVLJQ UDWHV DQG

ZRXOG QRW VXEPLW DQRWKHU UHGHVLJQ RU UHDOORFDWLRQ XQWLO DIWHU WKH QH[W UDWH ILOLQJ IROORZLQJ WKLV

RQH� 7KH 028 DOVR HVWDEOLVKHG D VFKHGXOH IRU UHVROXWLRQ RI WKH FDVH UHJDUGLQJ ILQDO UDWHV LQ

WKLV GRFNHW� DQG HVWDEOLVKHG �JURXQG UXOHV� IRU LQWURGXFWLRQ RI �XSGDWHG� FRVW RI VHUYLFH

LQIRUPDWLRQ IRU WKH UHPDLQGHU RI WKH FDVH� ,Q DGGLWLRQ� *03 DJUHHG QRW WR ILOH SULRU WR

6HSWHPEHU �� ����� D SHWLWLRQ IRU DQ\ IXUWKHU LQFUHDVH LQ UHWDLO HOHFWULF UDWHV� DOWKRXJK LW PD\� LI

LW GHHPV QHFHVVDU\� ILOH IRU WHPSRUDU\ UDWH UHOLHI XQGHU �� 9�6�$� � ����D��

8QGHU WKH 028� ���������� RI WKH UHYHQXHV SURGXFHG E\ WKH WHPSRUDU\ UDWHV DUH WR EH

XVHG E\ *03 IRU HQKDQFHG ULJKW�RI�ZD\ ��52:�� PDLQWHQDQFH DQG SROH WHVWLQJ DQG WUHDWPHQW�

SXUVXDQW WR SODQV SUHSDUHG LQ FRQVXOWDWLRQ ZLWK WKH 'HSDUWPHQW
V HQJLQHHULQJ VWDII� 7KH 028

DOVR SURYLGHV WKDW *03
V UHJXODWRU\ DVVHW EDODQFHV VXEMHFW WR UHFRYHU\ LQ WKLV FDVH �UHODWLQJ WR

UHJXODWRU\ FRPPLVVLRQ H[SHQVH� WUHH WULPPLQJ� VWRUP GDPDJH� DQG WKH -DQXDU\ ���� LFH VWRUP�

DUH WR EH DPRUWL]HG RYHU D VHYHQ�\HDU SHULRG EHJLQQLQJ -DQXDU\ ����� VXEMHFW WR IXUWKHU %RDUG

UHYLHZ DIWHU WKH H[SLUDWLRQ RI WKH VWD\ DQG ZLWKRXW SUHMXGLFH WR DQ\ SDUW\�
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��� 7KH 028 ZDV HQWHUHG LQWR WKH UHFRUG DV RQH RI WKUHH GRFXPHQWV LQFOXGHG LQ H[KLELW *03���� IRU

FODULW\ DQG HDVH RI UHIHUHQFH� FLWDWLRQV LQ WKHVH ILQGLQJV UHIHU WR WKH 028 UDWKHU WKDQ WR WKH FRUUHVSRQGLQJ

H[KLELW QXPEHU�

,9� ),1',1*6 2) )$&7

�� ,I WKH %RDUG DSSURYHV WKH 028� *03
V DQQXDO UHYHQXHV IURP UHWDLO FXVWRPHUV ZLOO

EH WHPSRUDULO\ LQFUHDVHG E\ ��� SHUFHQW RU ����������� ZLWK WKH UDWH LQFUHDVH DSSOLHG WR VHUYLFH

UHQGHUHG RQ RU DIWHU 'HFHPEHU ��� ����� ,I WKH ILQDO UDWHV VHW E\ WKH %RDUG LQ WKLV GRFNHW DUH

OHVV WKDQ WKH WHPSRUDU\ UDWHV� *03 ZLOO UHIXQG DQ\ H[FHVV UHYHQXHV FROOHFWHG XQGHU WKH

WHPSRUDU\ UDWHV E\ DGMXVWLQJ UHYHQXH UHTXLUHPHQWV DQG UDWHV RQ D SURVSHFWLYH EDVLV� E\

FXVWRPHU FODVV� WR UHIOHFW WKH DSSURSULDWH UHIXQG DPRXQWV� 028 DW �� � DQG ����

1RUVH�.YHGDU SI� DW ��

�� 8QGHU WKH 028� WKH WHPSRUDU\ UDWHV ZLOO LQFUHDVH DXWRPDWLFDOO\ LI� LQ ����� *03

H[HFXWHV D FRQVHQW GHFUHH ZLWK JRYHUQPHQWDO SDUWLHV IRU UHPHGLDWLRQ RI WKH 3LQH 6WUHHW %DUJH

&DQDO 6XSHUIXQG 6LWH� 7KLV 3LQH 6WUHHW VXUFKDUJH ZLOO WDNH HIIHFW RQ WKH ILUVW GD\ RI WKH PRQWK

IROORZLQJ H[HFXWLRQ RI WKH FRQVHQW GHFUHH� 7KH DPRXQW RI WKH VXUFKDUJH LV GHVLJQHG WR SURGXFH

DGGLWLRQDO UHYHQXHV ² DSSUR[LPDWHO\ �������� ² VXIILFLHQW IRU *03 WR ILQDQFH HVWLPDWHG ����

3LQH 6WUHHW H[SHQGLWXUHV RI EHWZHHQ ����� PLOOLRQ DQG ����� PLOOLRQ� 7R FROOHFW WKH DSSURSULDWH

OHYHO RI DGGLWLRQDO UHYHQXHV GXULQJ WKH SHULRG WKDW WKH WHPSRUDU\ UDWHV DUH LQ HIIHFW� WKH

SHUFHQWDJH UDWH RI WKH VXUFKDUJH ZLOO GHSHQG XSRQ WKH PRQWK XSRQ ZKLFK LW FRPPHQFHV� DV

IROORZV�

3LQH 6WUHHW 6XUFKDUJH

(IIHFWLYH 'DWH

%DVH

,QFUHDVH

,QFUHDVH $IWHU

6XUFKDUJH

������ ����� �����

������ ����� �����

������ ����� �����

������ ����� �����

������ ����� �����

������ ����� �����

������ ����� �����
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3LQH 6WUHHW 6XUFKDUJH

(IIHFWLYH 'DWH

%DVH

,QFUHDVH

,QFUHDVH $IWHU

6XUFKDUJH

������ ����� �����

������ ����� �����

������� ����� �����

������� ����� �����

������� ����� �����

028 DW �� � DQG �� DQG DW $WWDFKPHQW �� 1RUVH�.YHGDU SI� DW ����

�� 8QGHU WKH SURYLVLRQV RI WKH 028� WKH 3LQH 6WUHHW VXUFKDUJH GRHV QRW FRQVWLWXWH

UHFRYHU\ RI DQ\ 3LQH 6WUHHW H[SHQGLWXUHV DQG HVWDEOLVKHV QR SUHFHGHQW IRU UDWHPDNLQJ

WUHDWPHQW RI VXFK FRVWV� 0RUHRYHU� WKH 028 GRHV QRW SUHFOXGH WKH SDUWLHV IURP OLWLJDWLQJ

LVVXHV UHJDUGLQJ UHFRYHU\ DQG VKDULQJ RI ILQDO 3LQH 6WUHHW FRVWV DW WKH DSSURSULDWH WLPH� 7KH

028 GRHV QRW DOWHU DQ\ SUHYLRXV %RDUG RUGHUV RU DJUHHPHQWV DPRQJ WKH SDUWLHV UHJDUGLQJ WKH

WUHDWPHQW RI 3LQH 6WUHHW H[SHQGLWXUHV DQG UHFRYHULHV� 028 � �� 1RUVH�.YHGDU SI� DW ��

�� 7KH WHPSRUDU\ UDWH LQFUHDVH LV LQWHQGHG WR SURYLGH *03 ZLWK DGGLWLRQDO UHYHQXHV WR

SHUPLW WKH &RPSDQ\ WR SURYLGH LWV FXVWRPHUV ZLWK DGHTXDWH DQG HIILFLHQW VHUYLFH WKURXJK ����

DQG WR SUHVHUYH WKH &RPSDQ\
V ILQDQFLDO YLDELOLW\ GXULQJ WKDW SHULRG� 7KLV DPRXQW RI DGGLWLRQDO

UHYHQXH ZDV FDOFXODWHG XVLQJ *03
V IRUHFDVWV RI ���� FDVK IORZV DQG HDUQLQJV� 7KHVH IRUHFDVWV

ZHUH UHYLHZHG E\ WKH 'HSDUWPHQW� DQG UHIOHFW WKH EHVW LQIRUPDWLRQ DYDLODEOH WR WKH &RPSDQ\�

1RUVH�.YHGDU SI� DW ���� H[K� *03��� DW (01�$-.���

�� $FFRUGLQJ WR *03� HYHQ ZLWK WKH WHPSRUDU\ UDWH LQFUHDVH FRQWHPSODWHG E\ WKH

028� WKH &RPSDQ\ ZLOO VWLOO QHHG WR ERUURZ IXQGV LQ ���� LQ RUGHU WR UHPDLQ ILQDQFLDOO\ YLDEOH�

1RUVH�.YHGDU SI� DW ���

�� 7KH &RPSDQ\ FXUUHQWO\ PDLQWDLQV D FUHGLW IDFLOLW\ ZLWK )OHHW %DQN XQGHU D 5HYROYLQJ

&UHGLW $JUHHPHQW ��5HYROYHU��� 7KLV OLQH RI FUHGLW LV FXUUHQWO\ WKH &RPSDQ\
V SULQFLSDO

H[WHUQDO VRXUFH RI ZRUNLQJ FDSLWDO� 1RUVH SI� DW ��� /DQLJDQ SI� DW ��
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�� 7KH &RPSDQ\ ZLOO UHO\ XSRQ WKH 5HYROYHU WKURXJK WKH \HDU ���� WR IXQG RSHUDWLRQV

DQG PDNH QHFHVVDU\ FDSLWDO LQYHVWPHQWV LQ LWV FRUH XWLOLW\ EXVLQHVV� 1RUVH SI� DW ��� H[K� *03����

�� 7KH 5HYROYHU H[SLUHV RQ -XQH ��� ����� 7KH &RPSDQ\ ZLOO VHHN WR UHQHZ WKH IDFLOLW\

WKURXJK WKH HQG RI FDOHQGDU \HDU ����� :LWK WKH FDVK IORZV DQG FRYHUDJH UDWLRV SURYLGHG E\ WKH

028
V WHPSRUDU\ UDWHV� *03 EHOLHYHV LW FDQ SUHVHQW WR )OHHW %DQN D UHDVRQDEOH FDVH IRU

H[WHQGLQJ WKH FUHGLW IDFLOLW\ WKURXJK ����� 1RUVH�.YHGDU SI� DW ������ ILQGLQJV �� ��� DQG ���

EHORZ�

�� ,Q RUGHU WR PDLQWDLQ DQG H[WHQG WKH OLQH RI FUHGLW ZLWK )OHHW %DQN WKURXJK �����

*03 PXVW GHPRQVWUDWH WKDW LW ZLOO EH DEOH WR LVVXH QHZ GHEW LQ VXIILFLHQW TXDQWLW\ WR �WDNH�RXW��

RU UHILQDQFH� WKH 5HYROYHU ORDQ EDODQFH DW WKH HQG RI ����� 1RUVH�.YHGDU SI� DW ���

��� :LWK WKH UDWH LQFUHDVH VHW IRUWK LQ WKH 028� WKH &RPSDQ\ EHOLHYHV WKDW LW ZLOO KDYH

WKH FDSDFLW\ LQ 'HFHPEHU ����� XQGHU WKH LQWHUHVW FRYHUDJH UHTXLUHPHQWV RI LWV H[LVWLQJ ILUVW

PRUWJDJH ERQG FRYHQDQWV� WR LVVXH EHWZHHQ ���� PLOOLRQ DQG ����� PLOOLRQ LQ QHZ PRUWJDJH

ERQGV� 1RUVH�.YHGDU SI� DW ������

��� $W WKH HQG RI 'HFHPEHU ����� *03 SURMHFWV WKDW LW ZLOO RZH DSSUR[LPDWHO\ ����

PLOOLRQ GROODUV RQ LWV OLQH RI FUHGLW ZLWK )OHHW %DQN� ([K� *03����

��� 7R LVVXH QHZ ILUVW PRUWJDJH ERQGV� WKH &RPSDQ\ PXVW DFKLHYH DQ HDUQLQJV�WR�

LQWHUHVW UDWLR RI ���� LQFOXGLQJ D SUR IRUPD DGMXVWPHQW IRU WKH DGGLWLRQDO PRUWJDJH LQWHUHVW�

GXULQJ WKH WZHOYH PRQWKV SUHFHGLQJ WKH LVVXDQFH RI WKH QHZ ERQGV� DQG LW PXVW EH DEOH WR

GHPRQVWUDWH LWV DELOLW\ WR UHSD\ WKH QHZ GHEW� 1RUVH SI� RI ������ DW ��� 1RUVH�.YHGDU SI� DW ���

���

��� 7KH UDWH LQFUHDVH VHW IRUWK LQ WKH 028� LQFOXGLQJ WKH 3LQH 6WUHHW VXUFKDUJH� LV

QHFHVVDU\ WR HQDEOH *03 WR PDLQWDLQ FDVK IORZV DQG D SUR IRUPD HDUQLQJV�WR�LQWHUHVW UDWLR RI

���� 1RUVH�.YHGDU SI� DW ���

��� 7KH FDVK IORZV XSRQ ZKLFK WKH WHPSRUDU\ UDWHV DUH EDVHG UHIOHFW D KDOYLQJ RI *03
V

FRPPRQ VWRFN GLYLGHQG� DSSURYHG E\ *03
V %RDUG RI 'LUHFWRUV DW D PHHWLQJ ILYH GD\V DIWHU WKH

028 ZDV VLJQHG� 8QGHU WKH WHPSRUDU\ UDWHV� *03 SURMHFWV LWV ���� UHWXUQ RQ HTXLW\ IRU LWV

UHJXODWHG RSHUDWLRQV WR EH ���� SHUFHQW� OHVV WKDQ KDOI RI WKH ����� SHUFHQW DOORZHG UHWXUQ VHW E\

WKH %RDUG LQ 'RFNHW ����� *03 EHOLHYHV WKDW WKH WHPSRUDU\ LQFUHDVH ZLOO HQDEOH *03 WR

DYRLG D EDQNUXSWF\ ILOLQJ LQ WKH QHDU WHUP� 1RUVH�.YHGDU SI� DW �� ���
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��� 3UHYLRXVO\� *03 KDG SODQQHG WR LQYHVW �� PLOOLRQ LQ LWV XQUHJXODWHG DFWLYLWLHV LQ

����� 7KH &RPSDQ\ KDV FKDQJHG WKRVH SODQV� DQG QR ORQJHU SODQV WR PDNH DQ\ FRQWULEXWLRQ WR

WKRVH DFWLYLWLHV LQ ����� 7KXV� WKH FDVK IORZ SURMHFWLRQ WKDW *03 VXEPLWWHG LQ VXSSRUW RI WKH

UHTXHVWHG WHPSRUDU\ UDWH OHYHOV GRHV QRW LQFOXGH DQ\ LQYHVWPHQW LQ WKH &RPSDQ\
V XQUHJXODWHG

DFWLYLWLHV IRU ����� 7U� ������� DW ����� �1RUVH DQG .YHGDU��

��� 7KH FDVK IORZ SURMHFWLRQ DVVXPHV WKDW *03 ZLOO QRW KDYH WR VSHQG PRUH WKDQ ��

PLOOLRQ IRU FRQWLQJHQF\ SODQQLQJ DQG DQDO\VLV UHODWLQJ WR SRZHU FRVW PLWLJDWLRQ QHJRWLDWLRQV DQG

EDQNUXSWF\ LQ ����� 1RUVH�.YHGDU SI� DW �� ��

��� 7KH FDVK IORZ DQDO\VLV LQFOXGHV ���� PLOOLRQ RI EXGJHWHG GHPDQG�VLGH PDQDJHPHQW

GHIHUUHG H[SHQGLWXUHV LQ ����� $OWKRXJK WKDW OHYHO RI IXQGLQJ PD\ QRW EH VXIILFLHQW WR ILQDQFH

PDWXUH� FRPSUHKHQVLYH GHPDQG�VLGH PDQDJHPHQW ��'60�� SURJUDPV LQ DOO DUHDV� LW VKRXOG EH

DGHTXDWH� JLYHQ WKH FXUUHQW VWDWH RI *03
V SURJUDPV� IRU WKH &RPSDQ\ WR SXUVXH LQ DQ HIILFLHQW

PDQQHU D OLPLWHG VHW RI FRVW�HIIHFWLYH '60 RSSRUWXQLWLHV LQ ����� 7U� ������� DW ���� ���

�*ULPDVRQ�� WU� ������� DW ������� �6WHLQKXUVW��

��� *03 SODQV WR SURYLGH ORVW�RSSRUWXQLW\ DQG ORZ�LQFRPH '60 SURJUDPV LQ ����� EXW

GRHV QRW LQWHQG WR LPSOHPHQW V\VWHP�ZLGH UHWURILW '60 SURJUDPV� QRU GRHV LW H[SHFW WR VSHQG

WKH IXOO ���� PLOOLRQ WKDW LW KDV EXGJHWHG IRU '60� 7U� ������� DW ���� ��� �*ULPDVRQ�� H[K�

*03����

��� 7KH WHPSRUDU\ UDWH OHYHOV SURYLGHG LQ WKH 028 VKRXOG EH VXIILFLHQW WR DOORZ WKH

&RPSDQ\ WR VXSSRUW LWV SURMHFWHG OHYHO RI FDSLWDO H[SHQGLWXUHV IRU ����� ([K� *03���� DWW� ��

WU� ������� DW ����� �.YHGDU��

��� $SSURYDO RI WKH 028 VKRXOG DOORZ *03 WR SURYLGH VDIH� UHOLDEOH� DGHTXDWH� DQG

HIILFLHQW VHUYLFH DQG VKRXOG SHUPLW WKH &RPSDQ\ WR UHVSRQG WR HPHUJHQFLHV LQ WKH QRUPDO

FRXUVH RI EXVLQHVV� +RZHYHU� LQ WKH HYHQW RI D VHYHUH ZHDWKHU HPHUJHQF\ RU RWKHU XQIRUHVHHQ

RFFXUUHQFH� WKH &RPSDQ\ PD\ UHTXLUH DGGLWLRQDO WHPSRUDU\ UDWHV� 7U� ������� DW �� �1RUVH DQG

.YHGDU�� WU� ������� DW ��� ��� ���� ������� �6WHLQKXUVW�� H[K� *03��� DW �� 028 DW � ���

ILQGLQJ ��� DERYH�

��� 8QGHU WKH 028� �� PLOOLRQ RI WKH DGGLWLRQDO UHYHQXHV SURYLGHG XQGHU WKH

WHPSRUDU\ UDWHV DUH WR EH VSHQW E\ *03 RQ DQ HQKDQFHG SURJUDP RI 52: PDLQWHQDQFH DQG

SROH WHVWLQJ DQG WUHDWPHQW� WR EH FRQGXFWHG LQ DFFRUGDQFH ZLWK SODQV GHYHORSHG LQ FRQVXOWDWLRQ
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ZLWK WKH HQJLQHHULQJ VWDII RI WKH 'HSDUWPHQW� 7KH 028 DOVR SURYLGHV D PHFKDQLVP IRU

HQVXULQJ WKDW WKH DGGLWLRQDO IXQGV DUH VSHQW IRU WKRVH SXUSRVHV� 028 DW � ��

��� 7KH 028 SURYLGHV IRU WKH DPRUWL]DWLRQ RI UHJXODWRU\ DVVHW DFFRXQWV IRU UHJXODWRU\

FRPPLVVLRQ H[SHQVH� WUHH WULPPLQJ� VWRUP GDPDJH� DQG WKH -DQXDU\ ���� LFH VWRUP RYHU D

VHYHQ�\HDU SHULRG VWDUWLQJ -DQXDU\ ����� 7KLV WUHDWPHQW RI WKRVH EDODQFHV ZLOO QRW FRQVWLWXWH

DQ\ SUHMXGJPHQW RI WKH DSSURSULDWH UDWHPDNLQJ WUHDWPHQW RI WKRVH EDODQFHV LQ WKH ILQDO %RDUG

GHFLVLRQ LQ WKLV SURFHHGLQJ� ,Q LWV RULJLQDO ILOLQJ LQ WKLV UDWH FDVH� *03 UHTXHVWHG D ILYH�\HDU

DPRUWL]DWLRQ ZLWK UDWH EDVH WUHDWPHQW RI WKH XQDPRUWL]HG EDODQFHV� %\ VSHFLI\LQJ UDWHPDNLQJ

WUHDWPHQW RI WKHVH DFFRXQW EDODQFHV GXULQJ ����� WKH 028 SURYLGHV *03 ZLWK D EDVLV IRU

PDLQWDLQLQJ WKRVH DVVHWV RQ LWV EDODQFH VKHHW� 1RUVH�.YHGDU SI� DW �� WU� ������� DW �����

�.YHGDU�� 028 DW �� �$� ��� ���

��� $SSURYDO RI WKH 028 VKRXOG QRW UHTXLUH *03 WR UHFRJQL]H D ORVV XQGHU )LQDQFLDO

$FFRXQWLQJ 6WDQGDUG ��)$6�� 1R� � UHODWHG WR +4 &RQWUDFW GLVDOORZDQFHV IRU SHULRGV EH\RQG

WKH FRQFOXVLRQ RI WKLV SURFHHGLQJ� 1RU GRHV DSSURYDO RI WKH 028 UHTXLUH *03 WR FHDVH

DSSO\LQJ )$6 �� ZLWK UHVSHFW WR UHJXODWRU\ DVVHWV� 1RUVH�.YHGDU SI� DW ���

��� %\ VWD\LQJ WKH FXUUHQW SURFHHGLQJ XQWLO 6HSWHPEHU� ����� DSSURYDO RI WKH 028 ZLOO

DOORZ *03 DQG RWKHUV� LQFOXGLQJ WKH 'HSDUWPHQW DQG WKH %RDUG� WR GLUHFW PRUH WLPH DQG

UHVRXUFHV WR HIIRUWV WR ORZHU WKH VWDWH
V SRZHU VXSSO\ FRVWV� 6XFK HIIRUWV ZLOO VHUYH WKH LQWHUHVWV

RI WKH &RPSDQ\
V UDWHSD\HUV DQG VKDUHKROGHUV� DQG RI WKH SXEOLF LQ JHQHUDO� 1RUVH�.YHGDU SI�

DW ���� ������ 028 DW � ��

9� ',6&866,21

7KH SDUWLHV DOO DJUHH WKDW WKH OHJDO VWDQGDUG E\ ZKLFK WKH %RDUG VKRXOG MXGJH WKH

SURSRVHG WHPSRUDU\ UDWH LQFUHDVH LV WKDW VHW IRUWK LQ �� 9�6�$� � ����D�� ZKLFK SURYLGHV WKDW WKH

%RDUG VKDOO DSSURYH D UHTXHVW IRU WHPSRUDU\ UDWHV�

� � � LI LW VKDOO EH PDGH WR DSSHDU WR WKH VDWLVIDFWLRQ RI WKH ERDUG� WKDW WKH SXEOLF

LQWHUHVW UHTXLUHV D FKDQJH LQ UDWHV� FKDUJHV RU VHUYLFHV� RU WKDW VXFK FKDQJH LV

QHFHVVDU\ IRU WKH SXUSRVH RI SURYLGLQJ DGHTXDWH DQG HIILFLHQW VHUYLFH RU IRU WKH

SUHVHUYDWLRQ RI WKH SURSHUW\ RI WKH SXEOLF VHUYLFH FRPSDQ\ GHYRWHG WR SXEOLF

XVH � � � �
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��� 6HH 028 DW �� �� DQG ���

:H FRQFXU WKDW WKLV LV WKH DSSOLFDEOH VWDQGDUG IRU RXU UHYLHZ RI WKH WHPSRUDU\ UDWHV SURSRVHG

LQ WKH 028�

%DVHG RQ WKH HYLGHQFH SUHVHQWHG� ZH FRQFOXGH WKDW WKH SURSRVHG WHPSRUDU\ UDWH

LQFUHDVH DQG DFFRPSDQ\LQJ VWD\ VKRXOG PDLQWDLQ WKH ILQDQFLDO YLDELOLW\ RI WKH &RPSDQ\ XQWLO

ILQDO UDWHV DUH HVWDEOLVKHG LQ WKLV FDVH� HQVXUH WKH FRQWLQXHG GHOLYHU\ RI VDIH DQG UHOLDEOH HOHFWULF

VHUYLFH WR *03
V FXVWRPHUV� DQG SURYLGH WKH &RPSDQ\ DQG RWKHU LQYROYHG SDUWLHV D QHFHVVDU\

RSSRUWXQLW\ WR DGGUHVV WKH KLJK SRZHU FRVWV IDFLQJ 9HUPRQW
V HOHFWULF XWLOLWLHV� $FFRUGLQJO\� ZH

FRQFOXGH WKDW WKH SXEOLF LQWHUHVW UHTXLUHV WKH WHPSRUDU\ UDWH LQFUHDVH� DQG ZH WKHUHIRUH

DSSURYH WKH 028�

,Q DSSURYLQJ WKH 028� WRGD\
V 2UGHU QHLWKHU FUHDWHV DQ\ SUHFHGHQW IRU WKLV RU DQ\

IXWXUH SURFHHGLQJ� QRU FRQVWLWXWHV DQ\ ILQGLQJ RU RUGHU WKDW DQ\ FRVWV DUH UHFRYHUDEOH LQ UDWHV���

1RU VKRXOG RXU DSSURYDO RI WKH 028 EH LQWHUSUHWHG DV DSSURYDO RI WKH &RPSDQ\
V VWDWHG SODQV

IRU LWV '60 DFWLYLWLHV� RU LWV SODQQHG '60 H[SHQGLWXUH OHYHOV� LQ ����� :H QRWH ZLWK VRPH

FRQFHUQ WKDW WHVWLPRQ\ SUHVHQWHG DW WKH 'HFHPEHU �VW KHDULQJ LQGLFDWHV WKDW WKH &RPSDQ\ GRHV

QRW LQWHQG WR RIIHU V\VWHP�ZLGH UHWURILW SURJUDPV LQ ����� ZKLFK FDOOV LQWR TXHVWLRQ ZKHWKHU

*03 ZLOO EH GLVFKDUJLQJ LWV OHJDO REOLJDWLRQ WR DFTXLUH DOO FRVW�HIIHFWLYH '60 RSSRUWXQLWLHV IRU

LWV FXVWRPHUV�

:KHQ WKHUH DUH FRPSHOOLQJ UHDVRQV� ZKLFK FRXOG LQFOXGH D SHULRG RI ILQDQFLDO GLIILFXOW\�

ZH ZLOO FRQVLGHU DSSURYLQJ D UHOD[DWLRQ RI D XWLOLW\
V VKRUW�WHUP '60 JRDOV� EXW RQO\ IRU D

OLPLWHG WLPH DQG RQO\ ZLWK WKH UHTXLUHPHQW WKDW WKH XWLOLW\ GHPRQVWUDWH HLWKHU D ORQJ�WHUP

'60 SODQ WKDW LV FRQVLVWHQW ZLWK LWV OHJDO REOLJDWLRQ� RU D UHDVRQDEOH H[SHFWDWLRQ WKDW

FRPSDUDEOH HQHUJ\ HIILFLHQF\ VDYLQJV ZLOO EH DFKLHYHG E\ DQ DOWHUQDWLYH PHFKDQLVP �IRU

H[DPSOH� WKURXJK VWDWHZLGH SURJUDPV RU D VWDWHZLGH HQWLW\ WKDW ZLOO LPSOHPHQW '60

SURJUDPV�� 7KXV� DOWKRXJK ZH DUH DSSURYLQJ WKH 028� ZH HPSKDVL]H WKDW ZH DUH QRW

DSSURYLQJ WKH &RPSDQ\
V VWDWHG SODQV DV DQ DSSURSULDWH ORQJ�WHUP '60 VWUDWHJ\� :H SODFH

*03 RQ QRWLFH WKDW WKH DGHTXDF\ RI LWV '60 SHUIRUPDQFH� FDSDELOLW\ DQG ORQJ�WHUP VWUDWHJ\ LV�

DQG ZLOO UHPDLQ� RI SDUWLFXODU FRQFHUQ WR WKH %RDUG� DQG UHPDLQV DQ LVVXH WR EH FDUHIXOO\

UHYLHZHG ZKHQ WKLV GRFNHW UHVXPHV�
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��� $W WKH 'HFHPEHU � KHDULQJ� WKH SDUWLHV DFNQRZOHGJHG WKDW LW ZRXOG EH DSSURSULDWH IRU WKH %RDUG WR

UHWDLQ LQ DQRWKHU GRFNHW WKH H[SHUWV UHTXHVWHG LQ WKH $JUHHPHQW� 7U� ������� DW ������

)LQDOO\� ZLWK UHVSHFW WR WKH $JUHHPHQW RQ -RLQW 5HTXHVW WR +LUH ([SHUWV� ZH SUHVHQWO\

LQWHQG WR UHWDLQ RQH RU PRUH H[SHUWV WR DGGUHVV WKH LVVXHV VHW IRUWK LQ WKH $JUHHPHQW� %HFDXVH

WKRVH LVVXHV HQFRPSDVV QRW MXVW *03� EXW PRVW RI 9HUPRQW
V UHWDLO HOHFWULF XWLOLWLHV� ZH LQWHQG

WR UHWDLQ VXFK H[SHUWV LQ DQRWKHU GRFNHW �RU GRFNHWV� WKDW KDV D PRUH JHQHUDO IRFXV��� ,Q

SDUWLFXODU� ZH DUH OLNHO\ WR UHWDLQ WKRVH H[SHUWV LQ WKH QHZ GRFNHW WKDW ZH ZLOO EH RSHQLQJ�

'RFNHW 1R� �����$� WR UHYLHZ WKH SRWHQWLDO LPSDFWV RI WKH +\GUR�4XHEHF VWHS�XS SURYLVLRQV

DQG WKH SRWHQWLDO HIIHFWV RI D 9HUPRQW HOHFWULF XWLOLW\ EDQNUXSWF\�

9,� 25'(5

,7 ,6 +(5(%< 25'(5('� $'-8'*(' $1' '(&5((' E\ WKH 3XEOLF 6HUYLFH

%RDUG RI WKH 6WDWH RI 9HUPRQW WKDW�

�� 7KH 0HPRUDQGXP RI 8QGHUVWDQGLQJ DPRQJ *UHHQ 0RXQWDLQ 3RZHU &RUSRUDWLRQ�

WKH 9HUPRQW 'HSDUWPHQW RI 3XEOLF 6HUYLFH� DQG ,QWHUQDWLRQDO %XVLQHVV 0DFKLQHV &RUSRUDWLRQ

GDWHG 1RYHPEHU ��� ����� LV DSSURYHG�

�� *03 LV HQWLWOHG WR WHPSRUDU\ UDWHV WKDW ZLOO SURGXFH DGGLWLRQDO DQQXDO UHYHQXHV LQ

WKH DPRXQW RI ����������� RU ��� SHUFHQW RYHUDOO� DERYH H[LVWLQJ EDVH UDWHV� HIIHFWLYH ZLWK

VHUYLFH UHQGHUHG 'HFHPEHU ��� ����� *03 LV DOVR HQWLWOHG WR LPSOHPHQW DQ DGGLWLRQDO

WHPSRUDU\ VXUFKDUJH� LQ DQ DPRXQW FRQVLVWHQW ZLWK 6HFWLRQ � RI WKH 028 DQG $WWDFKPHQW �

WKHUHWR� LI LQ ���� *03 H[HFXWHV D FRQVHQW GHFUHH ZLWK JRYHUQPHQWDO SDUWLHV IRU UHPHGLDWLRQ

RI WKH 3LQH 6WUHHW %DUJH &DQDO 6XSHUIXQG 6LWH� 7KLV 3LQH 6WUHHW VXUFKDUJH� LI LPSOHPHQWHG�

VKDOO WDNH HIIHFW RQ WKH ILUVW GD\ RI WKH PRQWK IROORZLQJ H[HFXWLRQ RI WKH FRQVHQW GHFUHH�

�� 7KH WHPSRUDU\ UDWHV VKDOO UHPDLQ LQ HIIHFW XQWLO WKH %RDUG LVVXHV D ILQDO RUGHU LQ WKLV

GRFNHW� VXEMHFW WR DQ\ IXUWKHU UHTXHVW E\ *03 IRU HPHUJHQF\ WHPSRUDU\ UDWH UHOLHI� ,Q WKH

HYHQW WKDW WKH %RDUG LVVXHV D ILQDO RUGHU WKDW DOORZV D UDWH LQFUHDVH OHVV WKDQ WKH WHPSRUDU\

UDWHV RUGHUHG KHUHLQ� DOO VXPV FROOHFWHG LQ H[FHVV RI VXFK ILQDO UDWHV VKDOO EH UHIXQGHG E\

DGMXVWLQJ UHYHQXH UHTXLUHPHQWV DQG UDWHV RQ D SURVSHFWLYH EDVLV� E\ FXVWRPHU FODVV� WR UHIOHFW

WKH DSSURSULDWH UHIXQG DPRXQWV� *03 VKDOO QRW EH UHTXLUHG WR SRVW D ERQG RU OHWWHU RI FUHGLW�
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�� *03 VKDOO ILOH WDULIIV WKDW FRQIRUP ZLWK WKH DERYH )LQGLQJV� ZLWK D FRS\ WR WKH

'HSDUWPHQW DQG RWKHU SDUWLHV� ZLWKLQ ILYH GD\V RI WKH GDWH RI WKLV 2UGHU� 6DLG WDULIIV VKDOO DSSO\

WR VHUYLFH UHQGHUHG FRPPHQFLQJ RQ 'HFHPEHU ��� ����� DQG VKDOO SURYLGH IRU WKH DSSURSULDWH

VXUFKDUJH UHODWLQJ WR 3LQH 6WUHHW H[SHQGLWXUHV� LQ DFFRUGDQFH ZLWK 028 � � DQG 028

$WWDFKPHQW �� :LWKLQ ILYH GD\V RI WKH H[HFXWLRQ RI D &RQVHQW 'HFUHH FRQFHUQLQJ 3LQH 6WUHHW

UHPHGLDWLRQ� *03 VKDOO ILOH D FRPSOLDQFH ILOLQJ ZLWK WKH %RDUG DQG WKH SDUWLHV FRQVLVWHQW ZLWK

WKH 028 DQG WKLV 2UGHU�

�� :LWKLQ ILYH GD\V RI WKH GDWH RI WKLV 2UGHU� *03 VKDOO VXEPLW WR WKH %RDUG� ZLWK D

FRS\ WR WKH 'HSDUWPHQW DQG RWKHU SDUWLHV� D SURSRVDO IRU QRWLI\LQJ FXVWRPHUV RI WKH WHPSRUDU\

UDWH LQFUHDVH DQG WKH SRVVLEOH LPSOHPHQWDWLRQ RI WKH 3LQH 6WUHHW VXUFKDUJH� 7KH SURSRVDO VKDOO

SURYLGH IRU FXVWRPHU QRWLILFDWLRQ UHJDUGLQJ WKH 3LQH 6WUHHW VXUFKDUJH ERWK SUHVHQWO\ DQG� LQ WKH

HYHQW WKDW WKH VXUFKDUJH LV LPSOHPHQWHG� DV VRRQ DV UHDVRQDEO\ SRVVLEOH DIWHU WKH &RPSDQ\

GHWHUPLQHV WKDW WKH VXUFKDUJH ZLOO EH LPSOHPHQWHG�

�� 7KLV GRFNHW LV VWD\HG XQWLO 6HSWHPEHU �� ����� DW ZKLFK WLPH WKH %RDUG ZLOO UHVXPH

WKLV SURFHHGLQJ LQ DFFRUGDQFH ZLWK WKH VFKHGXOH SURSRVHG LQ WKH 028� 'XULQJ WKH VWD\ DQG�

WR WKH H[WHQW DSSOLFDEOH� WKHUHDIWHU� WKH WHUPV RI WKH 028 ZLOO JRYHUQ WKH FRQGXFW RI WKH

SDUWLHV ZLWK UHVSHFW WR WKHVH SURFHHGLQJV DQG PDWWHUV DW LVVXH LQ WKHVH SURFHHGLQJV�

�� 7KH %RDUG ZLOO VFKHGXOH D FRQIHUHQFH ZLWK WKH SDUWLHV DW DQ DSSURSULDWH WLPH SULRU WR

6HSWHPEHU �� ����� WR UHYLHZ WKH VWDWXV RI WKLV PDWWHU�

�� 7KLV 2UGHU GRHV QRW FRQVWLWXWH D ILQGLQJ RU RUGHU WKDW DQ\ FRVWV LQFOXGHG LQ *03
V

VXSSRUW IRU WKLV WHPSRUDU\ UDWH LQFUHDVH DUH UHFRYHUDEOH LQ UDWHV RU VKRXOG UHFHLYH DQ\

SDUWLFXODU UDWH WUHDWPHQW LQ WKLV RU DQ\ IXWXUH SURFHHGLQJ� 7KH PHWKRG XVHG WR GHWHUPLQH WKHVH

WHPSRUDU\ UDWHV VKDOO QRW EH FRQVWUXHG DV DQ DSSURSULDWH PHDQV RI GHWHUPLQLQJ ILQDO UDWHV�

7KLV 2UGHU FRQVWLWXWHV D GHWHUPLQDWLRQ SXUVXDQW WR �� 9�6�$� � ����D�� DIWHU SUHOLPLQDU\

KHDULQJ� IRU WKH SXUSRVH RI HVWDEOLVKLQJ WHPSRUDU\ UDWHV RQO\� 5HJDUGLQJ WKH HVWDEOLVKPHQW RI

SHUPDQHQW UDWHV� QRWKLQJ LQ WKLV 2UGHU� LQFOXGLQJ WKH ILQGLQJV RI IDFW DQG FRQFOXVLRQV� VKDOO ELQG

WKH %RDUG RU WKH SDUWLHV RU KDYH DQ\ UHV MXGLFDWD RU FROODWHUDO HVWRSSHO HIIHFW H[FHSW DV

QHFHVVDU\ WR LPSOHPHQW WKH 028 DQG HQIRUFH WKLV 2UGHU�

�� 1RWKLQJ LQ WKLV 2UGHU VKDOO GLPLQLVK RU PRGLI\ *03
V GHPDQG�VLGH PDQDJHPHQW RU

LQWHJUDWHG UHVRXUFH SODQQLQJ REOLJDWLRQV XQGHU SUHYLRXV %RDUG RUGHUV RU DSSOLFDEOH VWDWXWHV�
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'DWHG DW 0RQWSHOLHU� 9HUPRQW� WKLV ��WK GD\ RI 'HFHPEHU� �����

V� 5LFKDUG +� &RZDUW �
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�

V� 6X]DQQH '� 5XGH � %2$5'
�
� 2)9(50217

V� 'DYLG &� &RHQ �

2)),&( 2) 7+(&/(5.

),/('� 'HFHPEHU ��� ����

$77(67� V� 6XVDQ 0� +XGVRQ

&OHUN RI WKH %RDUG

1RWLFH WR 5HDGHUV� 7KLV GHFLVLRQ LV VXEMHFW WR UHYLVLRQ RI WHFKQLFDO HUURUV� 5HDGHUV DUH UHTXHVWHG WR

QRWLI\ WKH &OHUN RI WKH %RDUG RI DQ\ WHFKQLFDO HUURUV� LQ RUGHU WKDW DQ\ QHFHVVDU\ FRUUHFWLRQV PD\ EH PDGH�


